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Message Text 

UNCLASSIFIED 

PAGE 01 NEW DE 05351 080714Z 
ACTION EB-08 

INFO OCT-01 NEA-10 ISO-OO AGRE-00 CIAE-00 COME-OO 
INR-10 LAB-04 NSAE-00 SP-02 STR-07 TRSE-00 FRB-01 
OMB-01 /044W 

055384 082205Z/66 

R 061313Z APR 78 
FM AMEMBASSY NEW DELHI 
TO SECSTATE WASHDC 735 

UNCLAS NEW DELHI 5351 

E.O. 11652: N/A 
TAGS: EIND IN 

SUBJECT: ALLEGED MALPRACTICES IN TEXTILE EXPORT QUOTA 
ALLOCATION 

REF: BOMBAY 0836 

FOLLOWING SENT ACTION NEW DELHI INFO CALCUTTA MADRAS 
FROM BOMBAY APR 05 IS REPEATED 

QUOTE 

UNCLAS BOMBAY 0836 

E. O. 11652: N/A 
TAGS: EIND, IN 

SUB J : ALLEGED MALPRACTICES IN TEXTILE EXPORT QUOTA 
ALLOCATION 

1 . FOLLOWING ALLEGATIONS OF MALPRACTICES IN THE ALLOCATION 
OF QUOTAS FOR EXPORT OF APPAREL, THE DIRECTOR-GENERAL OF 
THE COTTON TEXTILE EXPORT PROMOTION COUNCIL (TEXPROCIL), MR. 
VISWANATHAN RESIGNED ON MARCH 29. SECRETARY OF TEXPROCIL, 

MR. N. GOPALKRISHNAN, ALSO RESIGNED SUBSEQUENTLY. SEVERAL 
ADMINISTRATIVE CHANGES IN TEXPROCIL ARE ANTICIPATED. 

UNCLASSIFIED 

UNCLASSIFIED 

PAGE 02 NEW DE 05351 0807 14Z 

2. ACCORDING TO THE DIRECTOR, READYMADE GARMENTS SECTION OF 
TEXPROCIL, THE ALLOCATION OF QUOTAS FOR EXPORT OF APPAREL 
TO THE U.S. AND THE E.E.C. WERE ALLEGEDLY MADE ON A 
PARTISAN BASIS. LARGE EXPORTERS RECEIVED SUBSTANTIAL SHARE 
OF QUOTAS TO THE DETRIMENT OF SMALL AND MEDIUM EXPORTERS. 
INDUSTRY SOURCES STATED THAT THE UNEVEN ALLOCATION OF 
QUOTAS WAS FURTHER COMPOUNDED BY FREQUENT CHANGES IN THE 
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BASIS OF ALLOCATIONS BY TEXPROCIL WHICH AGAIN APPEARED TO 
FAVOR LARGE AND INFLUENTIAL EXPORTERS. ACCORDING TO THE 
CLOTHING MANUFACTURERS ASSOCIATION, SOME EXPORTERS APPLIED 
FOR EXAGGERATED ALLOCATIONS AND PRESENTED FICTITIOUS 
CONTRACTS AT HIGH PRICES IN AN ATTEMPT TO CORNER LARGE 
SHARES OF THE U.S. AND E.E.C. QUOTAS. REPORTEDLY, SOME OF 
THESE EXPORTERS THEN SOLD PART OF THEIR ALLOCATIONS AT 
PREMIUMS RANGING FROM RE.l TO RS.1.50 PER PIECE OF APPAREL. 

3. BETWEEN JANUARY 16, THE DAY WHEN QUOTA ALLOCATIONS 
COMMENCED, AND FEBRUARY 13, QUOTAS WERE ALLOCATED PARTLY 
ON FIRST-COME-FIRST-SERVED BASIS (SUBJECT TO A MINIMUM 
PRICE OF RS.12 OR $1.50 PER PEICE), AND PARTLY ON THE BASIS 

OF CONTRACTS REALIZING HIGHEST PRICES. ON FEBRUARY 13, 
TEXPROCIL MADE A CHANGE WHEREBY 10 PERCENT OF THE AVAILABLE 
QUOTA WAS RESERVED FOR ALLOCATION TO WOVEN APPAREL 
EXPORTERS AND THE MINIMUM PRICE FOR SUCH APPAREL WAS 
RAISED TO RS.40 (OR $5) PER PIECE. AGAIN ON MARCH 15, THE 
BASIS OF ALLOCATION WAS CHANGED AND TEXPROCIL ANNOUNCED 
CUT-OFF PRICES FOR A NUMBER OF TYPE OF APPAREL THUS 
ELIMINATING MANY APPLICANTS HAVING SALE CONTRACTS BELOW 
THE CUT-OFF PRICES. THE NEW FORMULA OF ALLOCATION ALSO 
CARRIED A PENALTY FOR NON-FULFILLMENT OF CONTRACT TO ENSURE 
THAT EXPORTERS COMPLETE THEIR JANUARY/JUNE SHIPMENT OF 
GOODS ACCORDING TO ALLOCATIONS MADE TO THEM. 

UNCLASSIFIED 

UNCLASSIFIED 
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4. COMMENT: ON THE FACE OF IT, TEXPROCIL'S ACTIONS WERE 
DIRECTED TOWARD RALIZING A HIGHER VALUE FOR INDIAN APPAREL 
EXPORTS. VISWANATHAN HAS DENIED CHARGES OF FAVORITISM AND 
MISMANAGEMENT AGAINST TEXPROCIL. HOWEVER, A SOURCE IN 
TEXPROCIL TOLD CONGEN THAT SOME FIRMS ARE TRYING TO RETURN 
PART OF THEIR ALLOCATIONS WHICH INDICATED THAT THEY HAD 
APPLIED FOR ALLOCATIONS WITHOUT CONFIRMED EXPORT CONTRACTS. 
AN INDUSTRY SOURCE REPORTED THAT MANY GENUINE EXPORTERS 
WITH READY-TO-SHIP GOODS WERE DENIED ALLOCATIONS. 

5. ACCORDING TO PRESS REPORTS, EXPORTERS WHO WERE DENIED 
ALLOCATIONS IN THE CURRENT JANUARY- JUNE PERIOD MAY BE GIVEN 
ADVANCE ALLOCATIONS FROM THE NEXT HALF-YEARLY QUOTA. A 
SOURCE IN TEXPROCIL CONFIRMED THE PRESS REPORTS AND STATED 
THAT GOI HAS APPROACHED THE U.S. GOVERNMENT FOR PERMISSION 
TO DRAW IN ADVANCE (UPTO 10 PERCENT) ON THE COUNTRY QUOTA 
FOR THE JULY/DECEMBER 1978 PERIOD. 

6. PARADOXICALLY, APPAREL EXPORTERS ALLEGE THAT TEXPROCIL 
IS HEAVILY ORIENTED TOWARDS FABRIC EXPORTERS AND HAS FAILED 
TO PROTECT THE INTERESTS OF APPAREL EXPORTERS. ONE COMPLAINT 
WAS THAT APPAREL INDUSTRY DID NOT RECEIVE ADEQUATE 
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REPRESENTATION ON THE BOARD OF THE COUNCIL. AN INDEPENDENT 
APPAREL EXPORT PROMOTION COUNCIL IS LIKELY TO BECOME 
FUNCTIONAL THIS MONTH. COURTNEY 

UNQUOTE 

GOHEF.N 
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